Abstract
Background
One of the anticipated benefits from the increased uptake of Private Health Insurance (PHI) after the introduction of the 30% rebate for private health fund premiums and Lifetime Health Cover (LHC) was a reduction in pressure on public hospitals' surgical waiting lists. Has this happened?
The full effects of the increased uptake of PHI cannot be determined until data from the 2001-2 financial year is available. This paper considers data up to 2000-1 and gives a progress report on the effect of the increased PHI uptake. It concentrates on Victoria because it is currently the only state for which both the necessary waiting list and hospital throughput data was available. The limited waiting list data available for other states is also discussed.
Method
Victorian Elective Surgery Information System (ESIS) data was obtained from the relevant website to analyze trends in additions and removals from the Victorian surgical waiting list. Changes in percentage of the Victorian population covered by private insurance were obtained from the Private Health Industry Administration Council (PHIAC) website.
Data at Unit Record (UR) level on activity in Victorian hospitals was obtained from the Department of Human Services Victoria (DHS-Vic). Such data included information of ARDRGv4 (ANDRGv3 for 1996-7 and 1997-8 data) , Elective or Emergency admission status, a Day Case Flag, the payment class of the patient (public, private, veteran etc) and whether the patient was treated in a public or private sector facility. The DHS-Vic data was totally deidentified for both patients and hospitals.
Data on admission and deletions from surgical waiting lists in other states was obtained from Australian Institute of Health and Welfare (AIHW) data for 1999 -2000 (AIHW, 2001 ) and 2000 -1(AIHW, 2002 . While UR level data can be obtained from AIHW, a flag to indicate whether admission status was elective or emergency was not available prior to 2000-1.
Results

Waiting list demand
Total waiting list changes with the patients added, treated and deleted. Changes in total waiting list cannot be used as a reliable proxy for additions to the waiting list. For example, the total waiting list can fall during a period of high additions if there are high numbers of deletions due to waiting list audits. Waiting times are also affected by additions and removals. A stable waiting time is consistent with a reduction in both additions and removals. For these reasons the number of patients added is the best measure of demand. Additions are also unaffected by any changes in hospital workload in relation to elective and emergency admissions. The results are shown in Table 1 . In view of the "lumpiness" of some of the data, due to factors such as seasonal variations in cases added and treated and industrial action, 12-month rolling cumulative sums (Cumsum) are included to indicate underlying trends. PHI uptake in Victoria: The initial effect of the increase in the rate of PHI uptake on public hospital surgical waiting list additions was difficult to predict. This was because of factors such as the varying fund interpretations of Pre-existing Ailment (PEA) rules, the precise time new members joined, and some but not all people who took up PHI preferring to wait for PEA expiration rather than go onto public hospital waiting lists. The reduction in additions to the public waiting list is consistent with increased numbers covered by and able to utilize PHI as PEA limitations have expired. This effect is noted in the trends in the twelve-month cumulative sum of additions outlined in Table 1 Tables 3 and 4 illustrate elective surgery workload in the Victorian public and private sectors over the five most recent available financial years. They are derived from the relevant Victorian Admitted Episode Datasets (VAED). Non-surgical procedural DRGs are excluded from this analysis, such as gastrointestinal endoscopy and procedural cardiology DRGs do not form part of the surgical waiting list. Gynaecological DRGs are included but obstetric DRGs are excluded. Only cases stated to be elective are included. ANDRGv3 was used to determine if a case was in a surgical DRG in 1996-7 and 1997-8, thereafter ARDRGv4 was used. One of the purposes for attempting to increase the uptake of PHI was to change some admissions from being public patients in public hospitals to private patients in private hospitals. For this reason, the comparisons in Table 3 are between 'public in public' and 'private in private'. Movement of other patient classes, such as veterans, is not related to increased PHI uptake.
Elective surgery cases -Victoria
Public elective surgical cases in the public sector rose from 1996-7 to 1999-2000 then fell in 2000-1. Private elective surgery cases in the private sector have risen consistently over the same period, with a particularly large increase (17.7%) from 1999-2000 to 2000-1. The total elective surgical cases in these two groups of patients in Victoria have risen by 17.6% over the five years, an average growth of 4.1% per annum. The private sector share fell from 52.6% in 1996-7 to 51.5% by 1998-9 then rose to 56.2% by 2000-1 with most of this increase occurring between 1999-2000 and 2000-1.
The difference in total elective surgery admissions between the VAED and waiting list data is not surprising. Many smaller hospitals that admit elective surgery cases are not part of ESIS. A number of other factors also contribute.
Effect of private cases in public hospitals: Table 3 did not include private cases in public hospitals. Table 4 includes these cases, and the results are similar. The proportion of private cases declined from 1996-7 to 1998-9 then rose to 2000-1. Most of the increase occurred between 1999-2000 and 2000-1. Total Elective surgery rose by 14.9 % (3.5% per annum). These trends are similar to changes in Victorian PHI uptake and the results of Table 3 . It is not possible analyse the elective case distribution between the public and private sector for states other than Victoria. AIHW can provide UR level data for these states but there was no admission status flag that is necessary to distinguish elective and emergency admissions prior to 2000-1.
Discussion
What has been the effect of the 30% rebate and LHC on Victorian Surgical Waiting Lists?
One method of assessing this is by calculating the elective surgery cases that would have occurred in the public and private sectors had the 1998-9 sector distribution of cases had applied in all five years. This is shown in Table 6 . Table 6 shows significant changes in the proportions of elective surgery cases with public patient in a public hospital status and private patient in private hospital status. The trend has been for the private proportion to reflect the insurance rate in that there was a decline from 1996-7 to 1998-9 then a rise to 2000-1. The largest increase in private sector share was from 1999-2000 to 2000-1, consistent the large increase in PHI uptake in mid-2000.
The data in Table 6 is not casemix-adjusted. Could the changes be due to increased cases in DRGs usually treated in the private sector rather than the transfer of public patients in public sector to private patients in private sector? Tables 7 and 8 Tables 6 to 8 all suggest a small number of cases changed from public in public to private in private from 1998-9 to 1999-2000 and a larger change occurred from 1999-2000 to 2000-1. This is consistent with the higher percentage of Victorians with useable PHI in 2000-1 compared to 1998-9 and 1999-2000. There are differences in the change as estimated by the two methods, consistent with some growth in those DRGs that are particularly common in the private sector. The difference of 13,797 between 1998-9 and 2000-1 outlined in Table 7 reflects the minimum number of elective surgery cases that changed from public in public to private in private.
What changes can be anticipated in Victoria in 2001-2?
The full effect of the increased PHI uptake on hospital elective surgery workloads will not be known until data from 2001-2 is available in 2003. 2001-2 is the first financial year in which the effects of the expiry of PEAs will be clear. Some estimate can be made using PHIAC data that gives an overall indication of growth in cases covered by health funds (PHI Alternatively it could be assumed the private sector share of elective surgery cases increases to 60.1%, the same growth as occurred from 1999-2000 to 2000-1. Private sector elective cases would rise to 219,246 out of 362,390 cases, nearly 33,000 more cases than projected if 1998-1999 sector distribution norms had continued to apply.
Given the consistency of above two projections, it is reasonable to anticipate a further significant increase in private sector elective surgical cases both in absolute numbers and as a proportion of total Victorian elective surgery activity in 2001-2 compared to 2000-1.
The possibility of changed access to the public sector affecting total elective surgery demand should be considered. However the waiting list has been relatively stable over the last three years and it is unlikely that any recent effect would be significant. It is also noted that the cumulative sum of additions in the most recent twelve months outlined in Table 1 has stabilized rather than increased significantly, and follows significant falls coinciding with the increase in useable PHI.
These findings suggest that there have been minimal supply-induced effects on the public waiting list demand due to the recent transfer of cases to the private sector and this continues to be the case in the short term. The recent change in distribution of cases has been the result of transfers of cases to the private sector, rather than reduced demand in the public sector due to supply factors. The latter would have been unlikely given the stabilization of and later decline in the total waiting list in recent years.
What would the Victorian surgical waiting list have been in June2001 without the increased PHI uptake?
Some hospitals do not have surgical waiting lists, so some surgical cases now treated in private hospitals would not have appeared there. From 1998-9 to 2000-1 the ratio of cases added to the waiting list (Table 1) to all elective surgery cases undertaken in the public (Table 4 ) averaged 80.5%. In Table 6 it is suggested there were 2,696 extra private in private cases in 1999-2000 compared to 1998-9 distribution norms, and an extra 16,488 cases in 2000-1 compared to 1998-9 norms. Assuming 80.5% of these 19,184 cases would have been added to the waiting list, the waiting list at the end of 2000-1 would have been 15,443 higher.
A second factor should also be considered. Before LHC and the 30% rebate were introduced the rate of insurance uptake was falling steadily. If PHI uptake had continued to decline at the mid 1990s rate of about 2% per annum, PHI uptake would have been about 25% 
Other states
Data from other states is limited and comprehensive analysis as undertaken for Victoria is not possible. However the available data is consistent with Victoria. 
The reasons for the increase in PHI uptake
It has been stated that the introduction of LHC was in itself the major factor causing the significant increase in PHI uptake in mid 2000. An alternative view is that the increase was the result of the synergy of the 30% rebate and the new LHC conditions and that neither of these measures would have caused the large coverage increase if introduced in isolation.
This latter view is consistent with the results of recent research by TQA Research, an organization that conducts regular surveys of consumer attitudes in relation to private health insurance. It has recently stated that "for every 1% increase in the price of private health insurance, a corresponding proportion of consumers are "very likely" to drop their private health cover" (Quint, 2002) . This is consistent with price remaining an important factor determining the uptake of private health insurance despite the introduction of LHC. The implication is that the reduction in the net cost of private health insurance is a major factor underpinning member retention. If the net cost of PHI had not already been reduced by the 30% rebate the increased uptake of PHI under LHC and the consequent reduction in surgical waiting list additions would have been lower.
Conclusion
The effect of the increased uptake of PHI in Victoria has been significantly reduced demand on the public hospital surgical waiting lists in Victoria. The full effect cannot be determined until all 2001-2 data is available. The reduction is similar to that expected due to the increase in the people covered by PHI. Less comprehensive data suggests similar effects are occurring in other states. It is planned to update this paper to consider the full effects of the increased uptake of PHI when the necessary data becomes available in 2003.
